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_______________ Tax News_____________
ALBERTA R. CRARY, Whittier, California

Income of Minors
Children under 18 in all parts of the
country have gone to work, and some of them
are making more than the personal exemption
for a single person of $500. These earnings,
unless it can be proven to the satisfaction of
the Treasury Department that the minor has
been emancipated, are to be included in the
return of the parents.
If the minor has been emancipated or freed
from parental control, his earnings if above
the exemption will be reported on a separate
return, form 1040 or 1040A. Emancipation of
minors depends upon the laws of the state of
residence. In Louisiana, the parents are not
entitled to the income of a child earned by his
own labor. In California unless the emancipa
tion of the minor is proven, his earnings are
presumed to belong to the parents. Check your
state laws governing emancipation of minors.
Your clients should be reminded to bring in
Form W-2 given minor children by their em
ployers, showing earnings and tax withheld.
The earnings of minors will be included in
the parent’s return as other income. It is not
earned income to the parent in determining
earned income credit, as it does not constitute
payment for personal services rendered by the
parent. (LT. 2181: C.B. IV 2-2270.) The tax
withheld on the minor’s wages is deductible by
the parents on their Income Tax Return.
Income to minors from other sources, in
terest, dividends, estates, etc., are not included
in the return of the parents, but must be re
ported on a separate return, made by the par
ent or guardian.
When earnings of minors are included in
the return of the parents, the latter is entitled
to the credit for a dependent, for such minors.

Income Tax News
ESTIMATED TAX DECLARATIONS
for Farmers and Amended Tax Declarations for
other Taxpayers will be due December 15th.
Amended Declarations should be made just as
late as possible so that figures may be more
nearly correct, as only one amended return is
permitted. This final amended return must be
80% correct. The Farmer’s declaration need
be only two-thirds correct.
[8]

An individual may be classified as a farm
er for estimating tax, only if 80% of gross
income will be from farming.

SOCIAL SECURITY TAX RATE
Changes on January 1, 1944, from 1% to 2%
for both employer and employee for Old Age
Benefits. Present indications are that this au
tomatic raise will be allowed to go into effect,
and will not again be frozen at 1%.

CREDITS AGAINST VICTORY TAX
—shall be allowed each taxable year, even
though taxpayer has not bought war bonds,
paid life insurance premiums, or reduced debts
according to Public Law No. 178, amending
Internal Revenue Code Sec. 453, signed by the
President October 28, 1943. This credit in
case of a single person shall be 25% of Victory
tax, or $500., whichever is lesser. In the case
of a married person making a separate return,
the credit shall be 40% or $500., whichever is
lesser. If married couple files a joint return, the
credit shall be 40% or $1000., whichever is
lesser.
NEW TAX BILL. On November 12 th
the House Ways and Means Committee ap
proved a new tax providing minor changes.
The new bill is scheduled for House debate No
vember 22. It is possible that by the time this
is printed the new tax law will have been
passed, as the Senate is not expected to offer
many changes. Following are some highlights
of the bill as approved by the Committee: Re
peal of Victory Tax; Increase of Normal tax
from 6% to 10%; Adjustments to the Surtax
schedule. Increased Excise taxes on transpor
tation of property, cosmetics, furs, jewelry,
liquor, etc.; suspends earned income credit for
the duration; cuts exemption for married per
son filing separate return from $600 to $500.
There is also a proposal for filing of Income
Tax Returns by corporations exempt from In
come Tax.
Congressmen are reluctant to impose
heavy taxes, as their political eyes are on the
elections of next year. It is probable, there
fore, that a bill with few changes in tax rates
will be the one finally passed.

Withholding Tax Shorts
EMPLOYER IS RESPONSIBLE for with
holding tax on employees. If employer fails to
withhold, and cannot recover the tax from em
ployee, he should pay the tax, and show on
form W-3 which is due at the end of the year
that such tax was not withheld, but paid by
the employer. In the event the employee files
an Income Tax Return and pays his tax, the
tax paid by the employer will be refunded.

FAILURE TO WITHHOLD TAX and
payment by employer may be construed as vio
lation of the Wage-Salary Stabilization Law. A
check audit of your client’s W-4 forms and tax
withheld by him on his employees should be
made—quarterly if possible. If your contact
with the client does not warrant this procedure,
a letter from the accountant to the client em
phasizing the necessity of accuracy in his with
holding schedule may save the accountant hours
of time and the client trouble later on.
PART TIME EMPLOYEES. The Com
missioner of Internal Revenue has clarified the
withholding provisions covering employees
working for an employer less than a full week.
If the employee works five or six days in the
week, it may be assumed that he is on a weekly
pay period. If the number of days worked is
fewer than the above, the employee is subject
to the daily rate of withholding, even though
he is paid only at the end of the weekly pay
period. Should the part time employee be
working for only ONE employer, his tax may
be withheld on the weekly pay period basis, if
the employer is given a certificate containing
the following: That the employee works for
wages only for such employer. That he will
notify such employer within 10 days after
obtaining other part time employment from
another employer. The certificate shall be
signed with the statement that it is made under
the penalties of perjury. In the event the em
ployee obtains other employment, the daily
rate of withholding shall be used in computing
his deduction.

from consideration as capital assets for years
beginning after December 31, 1937. Now, un
der Section 117(a) 1, Internal Revenue Code,
Sales of Real Property used in the trade or busi
ness will be treated the same as sales of depre
ciable business property.
Section 117J contains a relief provision,
for years beginning after December 31, 1941,
for the taxpayer in reporting the gains from
sales of assets used in his business, if such as
sets have been held more than six months.
If the gains upon sales of business property
held more than six months are in excess of the
losses on sales of such assets during the taxable
year, the gains shall be considered as gains from
the exchange of Capital Assets. However, if
the net losses sustained are in excess of the net
gains, such losses shall be considered as ordi
nary losses.
If a business were to sell its real estate,
building and equipment, the loss or gain on
each item sold should be computed. If the ag
gregate gains were in excess of the aggregate
losses, then the gains and losses must be reported
as long term capital gains or losses and will, if
the taxpayer is not a corporation, be limited to
50% of the gain or loss.
As an example, the X Company sold their
entire plant in 1943, showing an aggregate
gain in excess of aggregate losses. The assets
below showed gains and losses as follows:

Gain
Land _______________ 10,000.
Building ____________ 3,200.
Machinery ___________
Office Equipment _____
Total Gains and Losses 13,200.
50% limitation on
Capital Gains ______ 6,600.
2,700.
Capital Gain to be
reported _______

Loss

5,000.
400.
5,400.

2,700.

3,900.

Gains on Sales of Property

Now, if the figures for Gain and Loss had
been reversed, showing a Net Loss of $13,200.
and a Net Gain of $5,400., an Ordinary net
loss of $7,800. would have resulted.

Section 151 of the Revenue Act of 1942
excludes from Capital Assets, "Real Property
used in the trade or business of the taxpayer.”
The Revenue Act of 193 8 excluded buildings,
equipment, machinery and other depreciable
assets used in the taxpayer’s trade or business

If your address as it appears on the mailing
list is incorrect, will you please notify me at
once?—The Editor.

Notice
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